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Explaining the Employability Gap of Short-term and Long-term Unemployed Persons 1 Introduction
Reducing the risk of long-term unemployment is one central purpose of labor market policy. Although particularly European countries provide a number of different active labor market policy programs to reduce the risk of and the amount of long-term unemployment, these countries suffer from high long-term unemployment rates. Long-term unemployment is conventionally defined as those who have been continuously unemployed for at least one year. Figure 1 provides shares of long-term unemployment on total unemployment for a selection of OECD countries in 2006. It becomes obvious that Germany, Belgium, Italy, Poland and Portugal experience long-term unemployed shares of all unemployed of more than 50 percent. In contrast, the situation in countries like Australia, Canada or the US is less severe; here, the shares are between 10 to 20 percent. A u s tr a li a A u s tr ia B e lg iu m C a n a d a F r a n c e G e r m a n y H u n g a r y I t a ly J a p a n N o r w a y P o la The active labor market programs provided in many countries focus on particular sets of barriers to employment, such as lack of motivation (via sanctions) or lack of job search skills (via job search assistance) or lack of experience (via wage subsidies) or lack of marketable skills (via training programs). They do not focus on many other barriers. However, the extensive overviews by Martin and Grubb (2001) and Kluve (2006) clarify that a number of programs are not very successful reaching the intended goals. The ineffectiveness could be due to a number of reasons. For example, if people participate in a program they could be expected to reduce their job-search intensity during the program which counteracts the intended effects (locking-in effects, see e.g. van Ours, 2004) . Moreover, participation in programs could be interpreted as a negative signal by potential employers, i.e. a lower productivity of the job-seeker, particularly for persons in subsidized jobs in a non-competitive market, see e.g. Thomsen (2007) . Another source could be an inefficient match of job-seekers to available programs. The main reasons for this are the behavior of the caseworkers or the general set-up of the placement process. For example, Berger, Black, and Smith (2001) and Lechner and Smith (2007) show how the allocation of job-seekers into programs could be improved based on comparing estimated impacts of several programs. 1 A limitation of those attempts is that they could be accomplished ex post only taking the set of available programs as given.
Although these three reasons have been proved to be relevant for the disappointing success of active labor market programs, the major reason may be that the available programs do not (or do not fully) meet the needs of the unemployed. On the one hand, specific needs may be unobservable to (or unrecognized by) the caseworker in charge, on the other hand, the set of available programs and activities may be incomplete or inflexible to address the needs correctly. For example, various studies have shown that health affects labor supply (Bartel and Taubman, 1979; Contoyannis and Rice, 2001) or, more detailed, that there are effects of substance abuse (Gill and Michaels 1992) or smoking behavior (Levine, Gustafson, and Velenchik, 1997; Cutler and Glaeser, 2005) but particularly the latter factors are typically neither regarded in labor market programs nor in evaluation studies. 2
Analyzing the factors driving employment chances, therefore, is a reasonable first step to shed light on the needs of job seekers. Moreover, the effects of the single factors may change over time, i.e.
some factors that are of minor importance for the probability of leaving unemployment during the first weeks may be of larger relevance later in the unemployment spell. 3 Therefore, regarding time-variation is necessary to derive correct policy recommendations for a more adequate design of labor market policy in a second step. Knowing about whether low employment probabilities are due to qualification, statistical discrimination or other characteristics is crucial for designing labor market policy. For example, subsidized jobs (whether in a competitive or non-competitive market)
are at least partly based on the belief that labor market disadvantages of long-term unemployed are due to employer discrimination (low productivity signal ) and that those jobs provide the necessary skills to become permanently employed without any subsidies. Job search assistance programs (counseling on increased search efforts and job search programs combined with benefit sanctioning) assume job-seekers do not efficiently look for jobs but already possess the necessary human capital skills demanded by the market. Training programs, in contrast, are designed in order to increase human capital skills and qualification of unemployed and particularly long-term unemployed persons necessary for employment.
In this paper, differences in the employability between short-term and long-term unemployed persons are studied in order to reveal the crucial factors of job-finding chances regarding unemployment duration in a comparative static way. The empirical analysis is based on unique survey data of shortterm and long-term unemployed persons merged with administrative data for Germany. These data include usually unavailable information of job-seekers covering, e.g., soft skills, concessions the job-1 A practical application for Germany was conducted at the Institute for Employment Research during 2004 to 2006 titled with the acronym 'TrEffeR', i.e. Treatment Effects and Prediction. For a description see, e.g., Stephan, Rässler, and Schewe (2006) .
2 It should be noted that most analyses considering the relation between health and labor supply focus on the margin of taking people out of the labor force altogether. This may be a reason why these issues are not regarded when studying the impacts of labor market programs. Nevertheless, it may be reasonable in this context to expect effects of health or effects related to health.
3 Put differently, even if the relevance of factors does not change over time due to dynamic selection of individuals the corresponding effects may be obtained at later points of time only.
seeker is willing to make for a new job, health and the time able to work a day, importance of peers, self-assessed job finding chances and a set of obstacles for employment integration like financial debts, care obligations for children or frail elderly or substance abuse including alcohol.
The employment gap of short-term and long-term unemployed is decomposed into explained and unexplained differences using the group of short-term unemployed as a reference group representing high employability. Whereas the technique of decomposition has a long tradition to analyze between-group differences dating back to the works of Oaxaca (1973) and Blinder (1973) , this is the first application (to my knowledge) to analyze employability differences with the focus on recommendations for the design of active labor market policy programs. Moreover, in order to study the employability gap between short-term and long-term unemployed persons one has to take account of the discrete nature of the outcome of interest, i.e. employment. This is considered by applying the extension of the Oaxaca-Blinder decomposition by Fairlie (2005) .
The results highlight three significant and important findings: First, differences in skills measured by elementary skills, formal education and soft skills could explain a small part of the employment gap between short-term and long-term unemployed persons only. Hence, providing courses that aim at increasing skills of the individuals (at least in Germany) may reduce the employment gap, but the scope is limited. Moreover, this may explain why training programs in Europe and particularly in Germany are not more successful in employment integration of participants. Second, differences in obstacles to employment measured in terms of substance abuse, financial debts or care obligations are crucial. If long-term unemployed persons would be equal in characteristics to the short-term unemployed, the employment gap between both groups would be clearly more narrow. Third, differences in the state of health and in particular limitations in working ability account largely for the employment gap. For this reason, policy makers should spend more attention on the last two findings when designing the placement process. Moreover, the set of active labor market programs should be revised addressing these aspects in order to increase employability of the participants.
The paper is organized as follows: Section 2 provides a short description of active labor market policy. The econometric methodology applied to the data to decompose the employability gap is introduced in section 3. A description of the data including descriptive statistics of the sample is presented in section 4. The empirical results are given in section 5. The final section concludes.
Active Labor Market Programs -A Short Description
A high and persistent unemployment in most OECD countries since the 1970 lead to a shift from passive to active labor market policy. Active labor market programs comprise a range of policies aimed at improving the access of the unemployed to the labor market and jobs, job-related skills and the functioning of the labor market (Martin and Grubb, 2001) . European countries mainly employ four categories of activities, namely training covering measures intended to increase human capital skills, private sector incentive schemes, e.g. start-up incentives, supported employment programs in the public sector, and services and sanctions to improve job search efficiency (Kluve, 2006) . Table 1 summarizes expenditures on a selection of labor market policy activities for a set of OECD countries in 2006. The figures indicate that countries differ in generosity. Whereas continental European countries like Austria, Belgium, France, Germany, Spain, and Sweden pay more than 2 percent of annual GDP on labor market policy, in Anglo-American countries the expenditures are below 1 percent. In addition, the figures obtain a different priority given to active measures. Whereas the Scandinavian countries and the UK allocate a larger share of GDP to active than to passive programs, the picture is reversed for the other countries and expenditures for passive measures are almost twice that for active measures. With regards to the policy mix of active measures, most continental European countries emphasize training programs over supported employment, direct job creation, and start-up incentives programs. Given the substantial expenditures accompanied by high unemployment resulted in concerns about the effectiveness of the activities. For that reason, there are a considerable number of studies evaluating the effects of the programs. However, deriving general conclusions is complicated as programs (and program effects) differ by country and, thus, generalizing findings from one country for any country is difficult. Comprehensive overviews on evaluation studies are given by Martin and Grubb (2001) and Kluve (2006) . 4 With regards to the effectiveness, the overall picture is not very encouraging. Martin and Grubb (2001) conclude that only counseling and job search assistance with increased monitoring, self-employment programs and hiring subsidies prove effectiveness. This conclusion is complemented by the results of Kluve (2006) conducting a meta-analysis that establishes modest positive effects for training programs. In contrast, direct employment programs are rarely effective and should be discontinued.
Germany provides a comprehensive system of labor market policy consisting of generous passive measures and a large number of active measures. Passive measures comprise unemployment benefits (Arbeitslosengeld, UB) and welfare benefits (Arbeitslosengeld II ). 5 The major programs of the active measures are training, job search assistance programs, subsidized employment in public sector, programs aimed at integration in private sector (wage subsidies, loans to employers) and public employment services. 6 Each group of programs focusses on certain barriers to employment.
Training programs, for example, should provide necessary human capital skills, subsidized jobs are intended to maintain the employability of the unemployed and improve the work experience. Job search activities should be encouraged by job search assistance programs combined with intensified monitoring and benefit sanctions. 7 Despite the variety of programs, problems potentially hampering employment integration like sickness, or substance abuse, financial debts, and care obligations are regarded marginally only. Programs have different eligibility criteria but in general job-seekers have to be entitled to unemployment or welfare benefits. Participation in active labor market programs is compulsory only if persons are referred to by the employment agency. While in the program persons are required to continue searching for a job.
How comparable is Germany's labor market policy to that of other countries? Despite the fact that many countries use similar programs, characteristics of the placement process are important for generalizing the findings. 8 As in Germany, in most countries registration at the employment agency is a precondition for placement and is followed by an intensive interview and an evaluation of an individual action plan. Moreover, requiring job seekers to report job search efforts frequently is common to most systems. With regards to participation in active labor market programs, only a small number of countries differ from the German system imposing compulsory participation after a certain duration of unemployment (Australia, Denmark, Sweden, UK). Continuing job search during participation is not required in many countries but Australia, Belgium, Czech Republic, Germany, New Zealand, Slovak Republic, Sweden, Switzerland and the US force participants to do so. All in all, Germany's labor market policy could be assessed to be similar to that of most other OECD countries. For that reason, analyzing the determinants of the employability gap using German data may provide general conclusion for the (re-)arrangement of active labor market programs.
riod to unemployment insurance. Unemployment benefits amount to about 60 (67) percent (for people with dependent children) of the net income in the last month before unemployment paid from unemployment insurance. Eligibility for welfare benefits is fulfilled if the person is able to work and has no claims for unemployment benefits. This is the case for example for self-employed who in general do not contribute to unemployment insurance, for persons who have not worked in the past as well as for persons whose unemployment benefit claims have expired. Provision of welfare benefits is means-tested, i.e. it depends on the capital and earnings of the individual. Payments are funded from taxes. Welfare recipients receive a lump-sum payment of 347 Euro (345 Euro until 2007) per month and maintenance allowances covering cost of lodging. Welfare benefits are, in general, paid on infinite time horizon until retirement age, but employment officers should force the recipients to get employed. If direct integration into employment is not possible, welfare benefit recipients could be assigned to various active labor market policy programs. The majority of these programs is available for short-term and long-term unemployed persons as well.
6 A description of Germany's active labor market programs is given in Bundesagentur für Arbeit (2007, Part II.E).
7 Programs have been evaluated in a number of recent studies. E.g., Hujer, Thomsen, and Zeiss (2006b) , Lechner and Wunsch (2008) , and Biewen, Fitzenberger, Osikominu, and Waller (2006) analyze the effects of training programs. Thomsen (2007) provides an extensive analysis of subsidized employment in Germany. Job search assistance programs have been studied by Hujer, Thomsen, and Zeiss (2006a) and Lechner and Wunsch (2008) .
8 OECD (2007b, Chapter 5) summarizes important characteristics essential to the placement process in 29 OECD countries. See also the further extended materials in OECD (2007a).
Methodology
To estimate the underlying causes for different employment chances of short-and long-term unemployed, it is reasonable to identify differences due to characteristics of the two groups (endowments) and differences due to different effects of the endowments (coefficients) separately. When outcomes of interest could be estimated by linear regression (e.g. wages), a common approach is the decomposition of the effects in the average value of a dependent variable Y as suggested by Oaxaca (1973) and Blinder (1973) that could be expressed bȳ
whereȲ s (Ȳ l ) is the average outcome for the short-term (long-term) unemployed. LetX j be a row vector of the average values of the independent variables andβ j the vector of coefficient estimates for group j with j ∈ {s, l} (with s denoting short-term unemployed and l denoting long-term unemployed persons in the case at hand). The first term on the right-hand side captures differences in the outcome due to characteristics, the second term are differences in coefficients capturing the 'price' of the characteristics. This term also includes the contribution of the difference in outcomes due to unobserved or unmeasurable endowments.
However, if the outcome of interest is binary, e.g. employment, and estimation of the outcome equations within each of the groups is based on a non-linear technique, e.g. probit or logit model, decomposing differences in means is not feasible. For that case, Fairlie (2005) suggests a decomposition technique that extends the Oaxaca-Blinder-technique to the discrete case 9 :
with N j denoting the sample size of group j. WithȲ j as the average employment probability of group j and F (·) as the cumulative distribution function from the logistic distribution, eq. 2 holds exactly for a logit model including a constant term (Fairlie, 2005) . In this specification, the coefficient estimates for the employment probability of the short-term unemployed (β s ) are used as weights for the differences due to characteristics. The short-term unemployed distributions of the independent variables (X s ) are the weights for the differences in coefficients. Alternatively, the employment probability gap between short-and long-term unemployed persons could be decomposed
Here, the estimated coefficients and distribution of the independent variables of the long-term unemployed are used as weights for the two decomposition terms. Estimating the decomposition according to eq. 2 can lead to different parameter estimates than estimation by eq. 3. Unfortunately, as shown by Oaxaca and Ransom (1994) , the actual nondiscriminatory structure should not necessarily lie between the short-term and the long-term structure of the estimates. Hence, Oaxaca and Ransom (1994) suggest to weight the first term of the decomposition using coefficient
estimates from a pooled model of all short-term and long-term unemployed persons. This weight allows to estimate the employment probability of the individuals that would exist in the absence of unmeasurable differences.
Besides the total contribution of all independent variables to the gap in employment probabilities as given by eq. 2 and eq. 3, contributions of single independent variables or groups of variables are of interest for policy purposes. Following Fairlie (2005) , the contribution of a single variable X 1 (withβ * denoting the coefficient from a logit model on the pooled sample) is given by
if N s = N l and a natural one-to-one matching of short-term and long-term unemployed observations is assumed. X 2 contains all variables in X except X 1 . Each variable contributes to the gap in terms of the change in the average predicted probability from replacing the distribution of the long-term unemployed with that of the short-term unemployed of that variable holding the other variables constant. It should be noted that the independent contributions of the variables depend on the values of the other variables. Hence, estimates of the employment gap may be sensitive to the choice of the variables. In sum, contributions from individual variables have to be equal to the total contribution from all variables. Table 2 : Estimation Procedure
Step Description 1. Calculate predicted probabilitiesŶ i base on pooled coefficient estimates for each observation in long-term unemployment and short-term unemployment sample 2. Draw random sub-sample of the larger sample equal in size to the smaller sample 3. Rank observations according to predicted probabilityŶ i separately in both samples 4. Match individuals on predicted probabilities 5. Calculate the decompositions estimates 6. Repeat steps 1 to 6 for numerous times (e.g. 1000) randomizing the order of variables in step 1 7. Calculate the mean value of the estimates from the separate decompositions in step 5
However, if sample sizes of the two groups in comparison differ the one-to-one matching of observations has to be replicated. To do so, a random sub-sample of the larger group in comparison should be drawn equal in size to the smaller group. Then, the individual calculated predicted probabilities from the pooled model are ranked separately and observations are matched by ranks. Decomposition estimates are obtained based on the matched sample. These estimates clearly depend on the random sub-sample. To get an estimate for the hypothetical decomposition I repeat the procedure 1,000 times and use the mean value of the estimates as the results for the entire larger sample. Table 2 summarizes the steps of the estimation procedure. Finally, because of the non-linearity of the decomposition the ordering of the variables could affect the results. For this reason, in addition to randomizing the sort order of the individuals the order of the explanatory variables is randomized in the estimation as well.
Data
The empirical analysis is based on merged register and survey data of short-and long-term unemployed persons in Germany. Information was collected in computer-assisted telephone interviews Within this scheme they are no more required to actively search for employment, but could remain on welfare benefits until retirement age. A further precondition on the sample is work ability. All persons, independently if short-term or long-term unemployed were registered as work able and available to the labor market at the employment agencies. (ii) Skills: Self-assessed information on elementary skills, e.g., reading and writing ability, calculating, internet knowledge are measured in grades ranging from 1 (very good) to 6 (insufficient).
For the analysis, these variables have been recoded to three grades (poor/sufficient/good).
Moreover, the level of formal education is considered in three classes (low/medium/high).
Soft skills comprise willingness to learn, accuracy in working behavior and capacity for teamwork, besides others. Information on personality measures whether the individual is socially integrated or is willing to take responsibility for actions.
10 The data were collected within a project on behalf of the German Federal Ministry of Employment. Due to legal restrictions register information on employment states is available for February 2007 only. The project was finalized in 2007 making amendments of the data impossible. Nevertheless, the available information enables a decomposition of employability determinants in the medium-run, i.e. six months after the interview.
(iii) Obstacles to employment: Questions of this category address whether integration into employment is hampered due to care obligations for children or frail elderly, substance abuse (including alcohol), or financial debts. Whereas care obligations or substance abuse diminish the employment chances due to limitations of time or health, financial debts of persons provide an obstacle to employment if persons expect a common garnishment of wages when working.
In that case, expected utility of work may be smaller than that of unemployment leading to an increase of unemployment duration. To mitigate this problem, the German legislator offers a personal bankruptcy scheme. In this scheme, persons have to defer a pre-defined amount of their income for a period of six years. The sum of this deferral is below the debts of the individual. After that time they are clear of debts. (vi) Job search efforts and concessions to new job: Variables of this category cover difficulties in job search, the number of job applications, contact to the employment agency during the last six months, and the types of job search channels, e.g., reading job advertisements in newspaper or writing unsolicited applications. Examples for the types of concessions asked in the questionnaire are whether the person is willing to accept a significantly lower wage than in the last job, i.e. a wage about 20 percent below the last wage, to commute for up to 1.5 hours to the new working place and to accept a job below the individual's qualification.
(vii) Social stability: The situation of the individual within her social environment and her peer-group is described by items like job loss occurred due to social instability, the size of the peer-group (knowledge of other unemployed persons in a similar situation) or support received from the employment agency to mitigate problems.
(viii) Experiences with activation by employment agency: People are asked about their experiences with the caseworker and the job search process organized and administered by the agency. Variables included in this category cover the imposition of benefit sanctions and a participation in several types of active labor market programs.
(ix) Socio-demographic information: In this category information on gender, age, and the number of persons living in the household is available.
Some restrictions on the data have to be imposed for the empirical analysis. To decompose the employability gap in order to identify determinants of employment and using these results for recommendations on the use and set-up of active labor market programs, the problem of potentially endogenous variables has to be considered. Endogenous variables may lead to biased estimates as they are likely to be not policy invariant or not causal for employment. For that reason, not all of the variables described above could be used in the estimation, e.g., the number of job applications or the number of job search channels employed (that are expected to be time-variant and could be affected by the caseworker). In an ideal case, employment probabilities of short-term and long-term unemployed persons would be decomposed without any active labor market program at all. Unfortunately, the real world looks different and a significant share of persons participate in a program during the unemployment spell, see Table 3 . Moreover, the results show that the probability of participation increases with unemployment duration. In that context it has to be noted that addressing the complex variety of different active labor market programs in Germany is not feasible in a survey. Therefore, people were asked about the type of activity provided. These categories comprise, e.g., vocational training courses, self-employment or subsidized employment. For that reason, reported participation may not compellingly correspond to the programs offered by the Federal Employment Agency and shares denoted may exceed official figures. To avoid biased estimates, persons with active labor market participation are removed from the analysis. A similar issue relates to provisions for those among the unemployed who are sick, who have trouble with substance abuse, or have care responsibilities at home. However, although employment agencies could offer support in these cases, caseworkers intervene much more infrequently. Table 4 provides a cross-tabulation of self-reported obstacles to employment and whether or not the person received support from the employment agency in absolute numbers of the original sample. The results
show that the number of persons reporting problems in any of the three categories is higher than the number of cases where these issues are addressed. Moreover, provision of support does not necessarily correlate highly to the needs reported by the individual. Whereas the latter finding may be partly induced by a different perception on side of the caseworker, the former indicates scope or requirement for an expansion of these activities. Given the relatively small share of persons reporting problems compared to persons receiving active labor market programs problems a lack of places available could be expected of minor importance only. Again, to allow consistent estimation persons receiving support from the employment agency are excluded from the analysis. To describe the remaining sample for the analysis, Table 5 compares means of selected variables between short-term and long-term unemployed persons. In addition, p-values of t-tests on equality are added to allow for a meaningful discussion of differences. The first thing to note it that employment integration about six months after the interview differs significantly between short-term and long-term unemployed persons independently of gender, where long-term unemployed are worse off. With regards to gender, women experience lower employment rates than men. Regarding the characteristics covering skills (soft skills, education, and elementary skills) shows that men with different unemployment durations are more homogeneous a group than women. Soft skills do not differ much independently of gender but long-term unemployed men possess lower soft-skills, i.e. capacity for teamwork or working accuracy. With regards to formal education, long-term unemployed women tend to have a lower education. Considering elementary skills reveals a similar pattern. In contrast, men with different unemployment durations only differ slightly in these aspects. For the remaining characteristics comprising personality, experience and network, obstacles to employment, health, working ability, and concessions for a new job differences in means are similar for men and women. The results show less favorable characteristics of the long-term unemployed. However, the question to be answered is in how much these differences account for different employment chances.
This will be analyzed in the next section. 
Estimation Results
According to the differences between groups revealed above, estimation of the determinants of the employability gap is carried out in five separate decompositions. In the first decomposition the employment gap between short-term and long-term unemployed persons is analyzed in the full sample, i.e. men and women are pooled with an intercept to distinguish gender effects. However, employment probabilities of men and women could be expected to differ. Therefore, I decompose the gap separately for men (decomposition two) and women (decomposition three). Based on these three decompositions the central question of the paper is answered. In addition, two further estimations decomposing the employability gaps of women and men for short-term unemployed (decomposition four) and long-term unemployed (decomposition five) are added in order to test the model specification, i.e. whether the variables included are able to explain the employability gap. Table 6 provides the results of the decomposition of the employment gap for the five groups. The upper panel of the table shows the employment rates for the distinct groups in comparison where group 1 refers to the short-term unemployed (models 1 to 3) or men (4 and 5). 11 In addition, the difference in job finding chances is given as well as the part that could be explained by differences in attributes. In the whole sample, about 28 percent of the short-term unemployed persons have found a job within six months after the interview compared to about 8 percent of the long-term unemployed. In consequence, the gap in employment chances amounts to about 20 percent. With regards to gender the employment gaps amount to about 18 percentage points for women and 22
percentage points for men. All in all, about 32 percent of the gap for men and about 37 percent of the gap for women could be explained by differences in endowments. The remaining differences are due to a different valuing of the attributes. One reason for this different valuing may be statistical discrimination by potential employers. However, as it is impossible to interpret these price effects of characteristics in a sensible manner, the discussion concentrates on the differences in endowments.
The lower panel provides contributions to the employability gap from the explanatory variables.
Below the coefficient estimates the contributions in percent are given for ease of interpretation. To abbreviate presentation, the effects of similar characteristics are summarized. Obviously, one would expect long-term unemployed to possess a lower qualification and, hence, a lower productivity compared to short-term unemployed which could be a reason for the longer unemployment duration.
Policy makers therefore spend a large amount of the annual budget for labor market policy on training courses intended to increase the human capital skills of the individuals. Empirical evaluations of the programs have shown that their value in regards to increased employment chances and sustainable employment is not without doubt at least for Germany (see, e.g., Hujer, Thomsen, and Zeiss, 2006 , or Lechner and Wunsch, 2008 for Germany, and Martin and Grubb, 2001 , or Kluve, 2006 , for a summary on international experiences). A reason for the unsatisfactory effects of the programs could be derived from the estimates here. Although short-term and long-term unemployed persons differ in elementary skills (reading, calculating and internet) and (formal) education (medium-and high-skilled), these differences could explain only a small fraction of the difference in the gap of job 11 Table A .1 in the Appendix provides the estimates of the logit models on employment for the five decompositions. finding rates. In the full sample, only about 1.29 percent of the gap are explained by differences in education and another 3.09 percent by differences in elementary skills. Moreover, educational differences play a role for the long-term unemployed men, but not for women. In elementary skills, the picture is reversed with respect to gender. These results clarify that the focus of active labor market policy on reducing these deficits for long-term unemployed persons with training programs could increase the employment chances only slightly. This could, at least in part, explain why vocational training programs in Germany are not more successful in integrating unemployed persons into the labor market. In addition, observed differences in soft skills (capacity of teamwork and learning aptitude) do not contribute to the employability gap either, i.e. actual job finding chances are not lower for long-term unemployed persons due the lower level of soft skills they possess.
Differences in work experience and the size of the social network explain further 5.39 percent (full sample) of the gap. This result is stable for both gender (6.20 percent for men, 4.98 percent for women). According to theory, work experience constitutes an important part of human capital skills. In addition, the size of the network is relevant for job finding as many workers find jobs through relatives or friends (see, e.g., Montgomery, 1991) . With respect to active labor market programs this results indicate that increasing work experience of the unemployed should be positively correlated with employment probability. In that manner, subsidized employment programs are offered in many countries providing opportunities to gain experience for unemployed persons.
However, recommending a use of these programs from the result requires a look on existing evaluations of those programs. Two types of subsidized employment could be distinguished: on the one hand, programs in private firms, on the other hand, programs in public or non-profit institutions.
Empirical evaluations show that both types coincide with certain problems. Whereas subsidized programs in private firms could have positive effects in terms of employment chances for the individual (see, e.g., Forslund, Johansson, and Lindqvist, 2004, for Sweden or Rosholm and Svarer, 2004 , for Denmark), they could impose deadweight losses when hirings from the target group would have occurred even in the absence of the program or substitution effects if jobs created for a certain category of workers simply replace jobs in other (regular) categories (Calmfors, 1994) . To avoid these negative effects, Germany for example allows subsidized employment in private firms under rigorous conditions only, and the vast majority of subsidized jobs is provided in the non-market sector. A drawback of these jobs is that skills and work experience provided are unequal to that of private jobs as activities accomplished are not demanded by the market. In line with that, evaluations of the effects draw a disappointing picture with respect to employment integration (see, e.g. Thomsen, 2007, for Germany or Lorentzen and Dahl, 2005 , for Norway).
Employment agencies already try to substitute missing social networks by provision of activities like job search monitoring or intensive counseling. If successfully imitating the virtue of social networks, these programs could decrease the employability gap between both groups and, therefore, raise the employment chances of the long-term unemployed. As these programs are less expensive compared to traditional training courses, they could provide a cost-effective means to reduce unemployment.
In line with that, a number of studies have validated positive effects of these programs, for example Blundell, Costa Dias, Meghir, and van Reenen (2004) for the UK, Crépon, Dejemeppe, and Gurgand (2005) for France or Hujer, Thomsen, and Zeiss (2006a) for Germany.
Compared to differences in skills, differences with respect to characteristics appointing obstacles to employment (substance abuse, financial debts, care obligations) account for a larger part of the employability gap. Summing up the single contributions of the variables in this category explains about 6.36 percent in the full sample. This means that if long-term unemployed had the same amount of obstacles to employment as the short-term unemployed this would reduce the employment gap of 20.17 percent by about 1.28 percentage points which is more than twice eliminating differences in elementary skills. Among the characteristics in this group, care obligations for children or frail elderly contribute largest to the gap, followed by substance abuse (including alcohol) and financial debts (that are significant only in the full sample). The separate decompositions by gender show some heterogeneity. Whereas care obligations do not play a role for men they are very important for women. In addition, a large part of the gap for men could be explained by financial debts.
As noted above, financial debts could hamper employment integration if persons expect a common garnishment of their wages. Substance abuse (including alcohol) is not relevant for women but all the more for men. These findings are very important since active labor market programs do rarely (if at all) take account of these issues. As shown above, only a small fraction of persons receives support from employment agencies with these problems. The estimates provide empirical evidence that spending more attention on these aspects and providing activities that mitigate the level or circumvent that these problems constitute over the unemployment spell would reduce the employment gap between short-term and long-term unemployed significantly.
Furthermore, differences in health conditions comprising the ability to work a full day determine 12.52 percent (full sample), 5.28 percent (men) and 1.38 percent (women) of the gap. That means that if long-term unemployed were equal in health and working ability to the short-term unemployed the employment gap of 20.17 percent would be 2.53 percentage points narrowed. Whereas the state of health is important for men, differences in work ability explain the majority of the gap for women with a clearly larger contribution than that of skills or education. Health conditions and working ability are crucial for job finding chances. Compared to the differences in elementary skills and education, health differences and differences in the working ability are more important and policy makers should focus on programs improving the physical (and mental) health of the unemployed in order to increase employment chances. A reason for the work ability problems for women may be a lack of part-time jobs and of jobs with flexible working hours. Thus, creating more flexible jobs and/or mitigating care obligations for women could reduce the gap. In light with the dissatisfying outcomes of many active labor market programs aiming to improve human capital skills, a reorganization of the activities may be arranged at no increase of costs.
The number of persons living in the household (persons in household, persons in household squared) explains some part of the gap for men. Moreover, an age (age groups) effect could be established for women. Independently of gender differences between long-term and short-term unemployed persons in regards to personality (responsibility, social integration) or willingness to make concessions for a new job (work place far away, job below formal qualification, change of occupation, lower wage)
do not affect the probability of getting a job. Improving those aspects, therefore, will imply hardly any effect. Finally, models 4 and 5 have been estimated to provide a check of the explanatory power of the model when time effects are eliminated. Independently of unemployment duration the variables included in the model are able to explain the variation in the outcomes almost perfectly.
The largest part is explained by gender differences or attributes that correlate with these differences (care obligations, differences in elementary skills, or work ability).
Conclusion
To lower the risk of long-term unemployment and to reduce the level of unemployment governments in many OECD countries offer various active labor market policy programs. However, evaluations of the effects of these programs have shown that the majority of the activities lead to at best modest positive effects for the participating individuals. There are a number of possible reasons for this unsatisfying result. Programs could be regarded as negative signals of productivity, duration of programs could be too long and so-called locking-in effects overcompensate positive program effects, or placement of job-seekers to available programs could be inefficient. Indeed, as a further reason programs' effectiveness could suffer from inadequate design to meet the needs of the job-seekers.
The aim of this paper was to identify job-seekers' needs conditional on the job-finding chances.
Knowing about the determinants of employability differences between short-term and long-term unemployed persons could help to (re-)arrange programs concentrating on factors of crucial relevance for labor market success. Having access to unique information including usually unobservable items like self-reported job chances, substance abuse, financial debts, care obligations, limitations of working ability of the job-seeker the employment gap has been decomposed into effects due to differences in endowments and effects due to a different valuing of these differences.
The results show that skill differences are an important source of the employment gap but the scope of increasing the employment chances of long-term unemployed by increasing human capital is limited. This is in line with the empirical findings on the effects of vocational training programs that show negative or at best small positive employment effects for the participating individuals, see e.g. Hujer, Thomsen, and Zeiss (2006b) or Lechner and Wunsch (2008) .
Far more relevant for the differences in employment between short-term and long-term unemployed persons are differences in terms of obstacles to employment like substance abuse, financial debts or care obligations for children or frail elderly. Reducing the problem in the group of long-term unemployed persons or circumvention of the formation of these problems over the unemployment spell could reduce the difference in employment, and, thus, increase the employment chances of the long-term unemployed. A further important finding refers to state of health and differences in the working ability of the groups. Mitigating the differences in these characteristics between both groups by offering programs intended to improve physical and/or mental health and creating jobs with flexible working times could narrow the employment gap as well. Up to now, however, these latter aspects are only marginally (if at all) regarded within the placement process in many countries.
Revising the goal and purpose of active labor market programs with an explicit consideration of these findings, therefore, could be expected to be of value for employment integration of unemployed persons and reducing the number of long-term unemployed people.
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